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'LRM ID: REJ226

EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET-
Washington, D.C. 20503-0001
Wednesday, August 13, 1997

LEGISLATIVE REFERRAL MEMORANDUM

TO: -Legiglative Liai:;on Officer - Ses Distribution bélow
FROM: ’ mes j Ju(e/ff'r) Assistant Director 1or Leg!slatwe Reference
OMB CONTACT: onald E. Jones ‘ . ‘ (
' PHONE: {202)395-3386 FAX: {202)395-3109 , : oo
"SUBJECT: _ TREASURY Report on Reduc]ng EITC Noncompllance __‘]
T ToMoc i ' o W
-DEADLINE: =~ VNOON Thursday, August 14, 1987 @ T ?( X

in accordance with OMB Circular Av1.;9, OMB requests ths views of your agency on the above

subject before adviging on its relationship to the program of the President. Please advise us if this
~o jtem will affect direct spending or receipts for purposes of the * ?ay-As You-Go" provlsidhs_ ‘of Title .

Xl of the Ornibus Budget Reconclltauon Act of 1980. : X

. COMMENTS Treasury requested expedlted clearance so this letter can be signed by Sec. Rubm
prior to Friday morning {8/15). . .
DISTRIBUTION LIST

AGENCIES:

52-HHS - Sondra $. Wallace - {202}, 690-7760

110-Social Security Administration - Judy Chesser - (202) 368- 6030
82-LABOR - Robeit A. Shapiro - (202) 219-8201 , ,
18-Council of Economic Advisers - Liaison Officer {ses below) -4{202) 39/5-5084

EOP:

Willism P. Marshall -

Barbara Chow .
Janet Murguia : ;'
Bruce N. Reed

Cynthia A, Rice

Jeremy B, Rudd

Joseph J. Minarik

Randolph M. Lyon -

Steven D. Aitken

Alice E. Shuffield

Charles Konigsberg

Liss M. Kountoupes

James C. Murr

Jossph M. Wire

Kathlesn M, Turco
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Harry G. Meyers : .
~~ Jack A. Smalligan. o :
"~ Keith J. Fontenot _ T . . S
Jack A. Smsiligan S . o o

Richerd E..Green -

. Cerole Kitti
Wendy B. Zenker : :

 Alexander T.Hunt Ly , - ‘ . ;
Jasmeét K. Seehra ' S | o ‘ !
Maya A. Bernstein : ‘ S ' ' o o
Alexander T, Hunt : ‘ ' ' ' i
Melinda D. Haskins o N ' o o T | |
Mary C: Barth o o L : -
Catherine S. Barker . | U R ‘ ' l
Nell Lobrén - : B
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:
LRM ID: REJ226 SUBJECT; TREASURY Report on Reducing EITC Noncompliance _ o
. RESPONSE YO ¥

LEGISLATIVE REFERRAL
. MEMORANDUM

, If your response to this request for vlowa Is short (e.g.. céncuri/fo comment), we prefer thit you rospond by

e-mall or by foxing us this rssponse shest.

You fmay also rospond hv. :
N calling the analyst!attomey $ dlrect llao {you wlll be conneetad 10 voice mall If ths analyst does not

~ answer); or

‘.

{2) sending us ' mamo or {etter

Plaaso Inc!ude tho LRM numbar shown abnve -and the subject ahawn berow.

YO:

FROM: .

Th following Is the répor’fse of our ngsnc‘f to your request for visws on t}iaj sbove-captionsd subject: -

RonaldE Jonea Phone: | 395 3386 Fax Bei:18 3109

Office of Management and Budget

Branch-Wide Line (o reach leglsletive asistantl: 395-3454 ’

Lo ... {Date)
L (Name)
. (Apency)

Lt (Telephone)

L Concur . P

_No Objection .~ . |

No Comment o

See proposed sditg on pagas _

Other

3

R FAX RETURN of pagea attached to th[a raponse sheet .

if the response is short and you prefer to call, plasse call the
“branch- wrde line shown below (NOT the enslyst's llne} to leava 8 message with a legislative assistant.
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Dear :

During the recent negotxamons on the budget, 1 made a commitruent that earned income
ax credit (CITC) noncompliance would be reduced by $5 billion over the next decade. Iam
confident that the EITC provisions enacted in the “Taxpayer Relief Act of 1997,” in
combination with IRS administrative actions, will achieve and surpass this target.

The 1997 Act contains six legislative provisions that will improve EITC compliance by
reducing the risk of unintentiopa! errors by law-sbiding taxpayers and their preparers, L
improving the IRSs ability to detwet errors before E(1'C refunds are paid out, and by i unpoamg ' ®

' new, more effective penaties on EI’I‘C claimants and preparers. Under the Act:

»  The Treasury Department w;ll have gccess to an expanded Federal Casc Registry of Child
Support Orders, which will allow the IRS o better Idemify srronenns RITC claims by
parents who do not live with their children. This provision is particularly important
becausc 39 pereent of EITC overclains in 1994 were caused by wxpayers who claimed
‘children who did not reside watb them for the reqmsw: amount of tube during the year.

1

0 Thc Social Sccurity Admhﬁstration will be reqnl.red o obtmn the social sccunty numbcrs‘
of parents of minor children when they apply for their own social security numbers. The
RS will alsv have access w thls information, berter enabling the agency to identify ,
erronsous EITC claims by taxpayers who are um'elated to the children for whom they are
cla.tmmg the credit. 3

e Paxd prepurers wxll be rcquued to fulfil} cerlain due diligence requirements when
preparing EITC claims for taxpayers. raﬂure 1o fuitill these due diligence réquirements
will be subject to a $100 penalty ,

o Any pa‘rmn who traudulem.ly’ claims the EITC will be ineligible to claim the EITC for a -
‘ subsequent period of ten years. In addition. any person who erroneously claims the
credit, and such error is due to the reckless or intentional durcgard of rules or regulauons
will be dcmcd cligibility for thc EITC for two subscqucm yca:s

"~ s A taxpayer ,who has been dcnied the EITC as & result of dcﬂcxcncy procedures will be
“ineligible to claim the credit in subsequent years unless he or ghe provides further.
ewdence of his or ber ehgxbxhty for the credit.

' »  Upemployment benefits and means-testcd public assistance will no longer be fully
cxcmpied from Icvy for any purposc Up 1o 15 pereent ot these bencfits will be subject to
ecmirmous levy. .
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. These measiiras will s1gnihcamty reduce EITC nonmmphance bur rhc IRS must alsn hazc
 sufficient resources to effectively use these new capabilitics and proceduwres. In April, we

- annoupded that the IRS will earmwk, out of its approprixtions request for FY 1998, 550 full
time equivalent staff persons tc. mvestlgatz questionable claims prior to paying ouwt e EITC. |
While the Senate appropmtmns bill matches the President’s recommendation, | atn concerned
that the House bill is $45 million below this level, which may make it difficult to fuuy fund
our previously annoum:ed EITC complu.ucc (nidative durmg thc 1998 ﬁlmg BC2SON.

~ In the Balanced Budget Act of 1997, Congzess recogmzed the | lmpom.nce of ensurmg that -

: _the IRS has sufficient resources to fund EITC OOmp iance initiatives. As you kaow, the- P

Balanced Budget Act of 1997 contains & provision, which adjusts the discretiogary caps foran @ -
“EITC compliance initiative by $138 million in'FY 1998, $143 million in 'Y 1999, $144 A

million in FY 2000, $145 milliop ia FY 2001, and $146 million i inTY 2002 Thc;c 5

adjustments will further subsmntmliy improve EITC comphancc
The RITC prmrmam in the Taxpayer Relief Act of 1997 and the Pnlanoe.d Rudger Act m‘ \‘
1997, in conjuuction wilh IRS adiinistrative actions, will reduce EITC soucowphduce by '

moic thau $5 Lilliou vvei the. siext decade. We ook forward wulmuuu, w woxh wJLh e
Congress to ensure that thcse EITC savm.gs are rcahzed : :

Sincerely,

Robert E. Rubln-
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